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lready in deep trouble before the Oct. 20 elections, the Nicaraguan economy faces more difficulties
in the aftermath. The Supreme Electoral Council's (Consejo Supremo Electoral, CSE) long delay
in confirming the winner of the presidential race caused a business downturn that may last until
after the Jan. 10 inauguration of president-elect Arnoldo Aleman. (For an overview of the recent
elections, see NotiSur,10/25/96, 11/01/96, 11/15/96.) More serious are the postelection disputes
between Aleman's Liberal Alliance (AL) and Daniel Ortega's Frente Sandinista de Liberacion
Nacional (FSLN) regarding the economic policies of the new administration.
The Nicaraguan Union of Small and Medium-Sized Businesses blamed the CSE's delay for the
sharp turndown in almost all businesses. "A survey of our members has confirmed that their
activities have been completely paralyzed," said a Union statement. Business leader William
Tefel said that the situation had caused a recession within the recession the country was already
experiencing. Sales dropped by 60%, and some foreign suppliers of raw materials withdrew from the
Nicaraguan market.
Although the delay was less than three weeks, some observers predict that the disruptions in the
economy will have long-lasting effects. But it is not only the period of electoral uncertainty that
has hurt business. Martin Barcenas, a member of the Chamber of Commerce, said that for months
business activity had been at its lowest level in three years. Understandably then, chamber officials
are anxious to have a say in the formation of Aleman's economic agenda.
In a postelection meeting with Aleman, Barcenas asked the president-elect to put a chamber
representative on a high- level government commission to increase the commercial sector's
influence on future economic policy decisions. Aleman promised the chamber members that, in his
first year as president, he would raise the economic growth rate, reduce the fiscal deficit, reduce
bank indebtedness, create 100,000 new jobs, and maintain the current policy of a controlled daily
slippage of the cordoba against the US dollar.
Among the major obstacles to achieving all these goals is the nearly US$350 million interest
payment currently due on the foreign debt and hefty payments on a US$500 million debt owed to
the Banco Centroamericano de Integracion Economico (BCIE), which are in arrears (see NotiCen,
08/22/96). In more general terms, the AL's economic platform during the campaign included deficit
and inflation reduction, tax reforms with incentives for production in the export sector, autonomy
for the central bank, incentives for investment in free-zone and maquila industries, a high priority
for achieving self-sufficiency in staple-food production, regional and global economic integration,
and a full range of social programs.
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Aleman also promised that he would maintain the structural adjustment program of President
Violeta Barrios de Chamorro. But taking a populist stance on agriculture, he said he would do
much more for the smaller agricultural producers than did his predecessor. The FSLN's economic
program, announced two weeks before the election, made similar promises that underscored the
party's conversion to the free-market philosophy. "The engine of the Nicaraguan economy must
be private and foreign investment," said Ortega before the election. Like the AL, the FSLN had
stressed the need to continue the structural adjustment program of Chamorro's administration and
to stimulate production especially for export which it called the "core" of its economic program.
Despite the similarity in campaign promises, however, many election analysts see the two parties
as nearly polar opposites on economic questions and expect serious clashes over future legislation.
Even before his inauguration, Aleman seemed to have positioned himself to the right of the
outgoing Chamorro administration. For example, Aleman has proposed a partial reversal of the
government's longstanding commitment to confirm title to those who received confiscated property
during the Sandinista period (1979-1990). Under the 1995 Property Stability Law, Chamorro had
made strong commitments to compensate the original owners (see NotiSur, 10/02/95, 07/27/96; and
NotiSur, 11/01/96). Aleman favors returning much of the property to the original holders.
Vice president-elect Enrique Bolanos explained that the next administration will guarantee title to
small-property holders but will compel owners of larger properties to return them or pay for them.
In a related policy announcement, Aleman created a stir in multilateral banking and investment
circles by announcing that he might reverse his predecessor's policy of privatizing the government's
telecommunication system (Empresa Nicaraguense de Telecomunicacions, ENITEL). In a televised
interview, the president-elect suggested that he would propose changes in the telecommunications
privatization law. The law, approved by the Assembly last year, authorizes the sale of 40% of
ENITEL's stock through international bidding. Most of the proceeds from the sale are earmarked
to back government bonds issued to indemnify the former owners of confiscated property (see
NotiCen, 10/03/96 and 10/10/96).
Aleman wants the law changed so that the profits from the sale of ENITEL would not go to support
the bonds but to fund the promotion of economic growth. Redemption of the bonds would only
benefit current bondholders, who are speculators, not the victims of confiscation, said Aleman.
He plans to find US$500 million in foreign donations to fund the compensation bonds. Twice
postponed, the ENITEL sale is expected to take place early in March 1997, three months after
Aleman is inaugurated. Finance Minister Emilio Pereira called the proposal a "violation of the
rule of law." He added, "A government that calls itself liberal should respect the law and the
commitments reached with the international community." Aleman's proposal would wreck the
Finance Ministry's plan to begin immediate exchange of the old bonds for a new issue of 12- to 15year bonds bearing interest that will start at 3% and rise to 5% in later years. The new bonds will
be quoted on international bond markets. But the scheme depends on the income from the sale of
ENITEL to purchase Brady Bonds backed by the US Treasury Department. If ENITEL is not sold, the
bondholders will end up with worthless pieces of paper, said one securities dealer.
The Aleman plan could also have consequences for Nicaragua's credit worthiness. Finance Minister
Pereira warned that since the indemnization plan supported by Brady Bonds had the backing of the
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multilateral banks and the G-7 countries, backtracking now would weaken Nicaragua's ability to
borrow. The Aleman administration will eventually have to go to international financial markets,
said Pereira, and Nicaraguan support for the indemnization-bond scheme has to be his calling card.
Even before the new Assembly session begins, a parliamentary struggle has begun that could affect
the next administration's ability to press its economic agenda.
In a November rump session of the legislature, Sandinista deputies rammed through legislation
that ostensibly was to reform the privatization process. AL and even some Sandinista deputies
said the session lacked a proper quorum and was illegal. The real reason for the session, said
critics, was to engineer a legislative giveaway of government properties that would end up in the
hands of Sandinistas. [Sources: "Nicaragua: elecciones generales 1996," Instituto Centroamericano
de Estudios Politicos (Guatemala), September 1996; Inter Press Service, 10/29/96; Agencia
Centroamericana de Noticias Spanish News Service, 10/28/96, 11/03/96; Reuter, 10/07/96, 10/27/96,
11/04/96; Notifax, 11/06/96; Notifax, 11/08/96; La Prensa de Nicaragua, 11/27/96, 11/28/9]
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